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MOODY'S PLACES ALL LONG TERM DEBT ORLIGATIONS OF ENRON
- CORP ON REVIEW FOR DOWNGRADE; SENIOR UNSECURED AT Baal

—

=
(x] Approximataly $ 13 Blllion of Debt Securitias Affectad.

Moody's Investors Service placad all the long term debt abligations of Enron on
review for downgrade foliowing the. announcament by Enron of significant write-
downs and charges, reflecting substantially reducad valuations in saverai of its
businesses. These actions affect Enron's broadband opcratlons, Ity merchant portfolio
and the Azurix water company hoidings. The company's Prime-2 rating for
commarcial paper Is confirmaed.

Moody's has previously commaentad on the chailenges impacting a numbaer of Enron's
businaesses but the magnitude of the announcad charges will reduce Enron's equity
base and increase nominal financial ieverage to somewhat over 50.0% whiie slashing
eamings. The company’s praviously announced sale of Portiand Genaeral, however,
wiil resuit in cash proceeds approximating $1.8 biilion which management is
earmarking for debt reduction. In addition, the sale will remove approximately $1
billion of debt obligations from Enron‘'s balanca sheaet. Moody's notas that, while this
transaction will go a long way to help restore Enron's balance sheet, It requires
regulatory approval and is likeiy to takae up to a year to compiats,

TIn its review, Moody's will focus on Enron’s strategic direction and in particular on the

samings and cash flow outlook for its core gas and power wholesals businessas. Wa
will also review management’s progress in dealing with probiem areas such as its
exposure to the California anergy markets and its Dhabot project In Indla. In addition,
Moody's will analyze further restructuring afforts and the potantial for further sssaet
write-downs as well as for future asset sales that can ganerate cash for dabt
reduction.

Debt securities under review includa:

Guarantaed Senlor Notes A3

Sanior Unsecured Baal

Senior Secured or Conv./Exch. Sr. Sec. Shalf (P)A3 / (P)Baal / (P)Baa3

Senior Subordinated Baa2

Guarantead Cum. Trust Preferred Baa2
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Guaranteed Trust Preferred Baa2

Senlor Subordinated Sheif (P)Baa2

Cum. Guaranteed Preferred Stock Baa3

Cum. Guaranteed Preferred Stock Shelf (P)Baa3

Commarcial Paper P-2

Alsé Impacted by the raviaw will be the following issues:
Marﬂn Watar Trust Baal

Qspray Trust (1 & 1I) Baa2

European Power Limited Company (Margaux) Ba2

Enron Credit Linked Notes Trust (I & II)(Yosemite Baal

Enron is ona of the worid's largest energy companies with approximataly $63.4 billion
in anergy assets, The company produces slactricty and transports natural gas,
devalops, constructs and operatas enargy facllities, and markets and deflvers physical
commodities and financial and risk management servicas. It Is headquartered in
Houston, Texas, . :
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ALL INFORMATION CONTAINED HERBIN 18 COPYRIGHTRD 1M THE NAME OF MOQDY'S [NVESTORS SERVICE, INC. ("MOQDY'S"),
AND NON¥ OF SUCH INFORMATION MAY 82 COPLED OR OTHEAWISE REPRODUCED, REPACKAGED, PURTHER TRANSMITTED,
TRANSFERRED, CISSEMINATED, REDISTRISUTZD OR RESOLD, QR STORED FOR SURSEQUENT USE FOR ANY SUCH PURPOSBE, TH
\WHOLE OR I[N PART, 18 ANY FORM OR MANNIR OR BY ANY MEANS WHATSORVER, 3Y ANY PERSON WITHOUT MOODY'S PRIOR
WRITTEN CONSENT. Al ir7drmation cuntained harein (s ogzained oy MOQOY'S from saurces believed by i€ t0 be sccurste arg
raliacie, Because of Tag S0 iy Of humen ard cecranical arTor as well a8 oTher factory, Nawevaer, Such Information IS Jroviced
“a813" WiSrqut warrsay of any kind and MOQRY'S, (n ourticular, makes NO regreasantation O Warrenty, expriss ar implied, a0
T acCuracy, Srmehness, camplatenass, marchantadility or Atness for any sackcutlar purpose of any such information. Ungar na
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crrcumutance snalt MOOOY'S have any l1aailicy 52 BNy DErson 3r ¢ntty for {a) anv ioss or JAMAGR 1 WNOle ar IN DAt Causad by,
msyiRing fram, of relatiNg TG 27y wrror {negilgent or Otherwige) or oLher ClrcUMSTANCE ar contingeancy within or outside the
concrol of MOQDY'S or eny of ity Jirectors, officars, ampiQyess o ¥gents in Connection with the procursment, Collecudn,
somaiiaton, intarreration, communicagion, publication o dellvery of any such information, 3¢ (D) sy AIrges, Indierecs. spacid,
contaquenual, JOMOSNIAOry f inadantal damagm whatsoever (Inciuding without im:taton, lokX prafics), even f MOQOY'S 15
advised i agvance of the posmoilty of such damages, resulting from the use of. or nabitity (o use, ary Rucn information. The
srazit raungs, f any, CONSUTULAG part of the INfarMaton CONTAINE] Aeren sre. and must De ConStrued SOlary a1, statemaents of
DIMON ang gt statermants of fact ar recommaendsons To purchase, sali or hold any sacunned. NO WARRANTY, EXPRESS OR
i MPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTTCULAR
YRPOSE OF ANY SUCH RATING QR OTHER OPINION OR [NFORMATION [S GIVEN QR MADE BY MOQOY'S 1N ANY XORM OR
MANNER WHATSORVER. E3ch raong or othar 20MoN MUl D8 weigrad solely 28 one fACCor in any Nvestmant ceCision Made by
ar on behaif of sy user of the Informanon cantained Nerwin, and each such user MIUST BCCOMINGly Make €5 own sTucy and
AVAIUILION OF BACH $ACUALY Ird OF CACN ($SSUEr ANG GUANINCOr 2f, dnd SACA Drowvider of Sradtit SLODOM for, esch sacunty nat it
may contider purcnasing, hoiding ar sailing. Pursuant ta Section 17(8) of the Securities Act of 1933, MOQDY'S nersy discioses
that Most 11suers of dabX securmes (INCUAING ¢orporste and MumKipsl DONdS, dedentures, NOmRE and commaroal cape”) and
preferrad stock rated Dy MOOOY'S have, Dror (0 asugrmant of any rating, agrasd to pay MOODY'S for the spprassal ang aung
serviCes rendered Dy (¢ fess ranging fros 31,000 to $1.500,000.
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